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RD Instruction 1951-E

Part 1951 - SERVI O NG AND COLLECTI ONS

Subpart E - Servicing of Coomunity and Direct Business Prograns Loans and
G ants

§ 1951.201 Purpose.

This subpart prescribes the Rural Devel opment m ssion area policies,
aut hori zations, and procedures for servicing Water and Waste D sposal System
| oans and grants; Community Facility | oans and grants; Rural Business
Ent erpri se/ Tel evi si on Denmonstration grants; loans for Gazing and other shift-
i n-1and-use projects; Association Recreation |oans; Association Irrigation and
Dr ai nage | oans; Watershed | oans and advances; Resource Conservation and
Devel opnent | oans; Direct Business |oans; Econom c Qpportunity Cooperative
| oans; loans to Indian Tribes and Tribal Corporations; Rural Renewal | oans;
Ener gy | npacted Area Devel opment Assi stance Programgrants; National Nonprofit
Corporation grants; Water and Waste D sposal Techni cal Assistance and Traini ng
grants; Emergency Community \Water Assistance grants; Systemfor Delivery of
Certain Rural Devel opment Prograns panel grants; section 306C WD | oans and
grants; and Rural Cooperative Devel opment Grants in subpart F of part 4284 of
this title. Rural Devel opnent State Ofices act on behalf of the Rural
Wilities Service, the Rural Busi ness-Cooperative Service, and the Farm
Service Agency as to |loan and grant prograns fornerly adm ni stered by the
Farmers Hone Adm nistration and the Rural Devel opment Admnistration. Loans
sold without insurance to the private sector will be serviced in the private
sector and will not be serviced under this subpart. The provisions of this
subpart are not applicable to such |loans. Future changes to this subpart wll
not be nade applicable to such |oans. (Revised 08-07-97, SPECI AL PN)

§ 1951.202 (jectives.

The purpose of |oan and grant servicing functions is to assist recipients
to neet the objectives of |oans and grants, repay |oans on schedul e, conply
with agreenents, and protect Rural Devel oprment's financial interest.

Supervi sion by Rural Devel opnent includes, but is not limted to, review of
budget s, nmanagenent reports, audits and financial statements; perform ng
security inspections and providing, arranging for, or recomendi ng technical
assi stance; eval uating environnental inpacts of proposed actions by the
borrower; and performing civil rights conpliance reviews.

Distribution: WDC Account Servi ci ng
Servicing and Col | ections

1
(Revi si on 8)

(02-08-90) SPEC AL PN



RD Instruction 1951-E

§ 1951.203 Definitions.

(a) Approval official . An official who has been del egated | oan and/ or
grant approval authorities wthin applicable prograns, subject to the
dollar limtations of exhibits A B, and C of subpart A of part 1901 of
this chapter.

(b) Assunption of debt . The agreenent by one party to legally bind
itself to pay the debt incurred by another

(c) GONACT. The Consolidated Farmand Rural Devel opnent Act, as
anmended.

(d) Higible applicant . An entity that would be legally qualified for
financi al assi stance under the |loan or grant programinvol ved in the
servicing action

(e) Ineligible applicant . An entity or individual that would not be
considered eligible for financial assistance under the |oan or grant
programinvol ved in the servicing action

(f) MNonprogram (NP) loan . An NP |oan exists when credit is extended to
an ineligible applicant and/or transferee in connection with |oan
assunptions or sale of inventory property; any recipient in cases of

unaut hori zed assi stance; or a recipient whose | egal organi zati on has
changed as set forth in 8§ 1951.220(e) of this subpart resulting in the
borrower being ineligible for program benefits.

(g) Servicing office. The State, District, or County Ofice
responsi bl e for imediate servicing functions for the borrower or
gr ant ee.

(h) Transfer fee. A one-tinme nonrefundable application fee, charged to
ineligible applicants for Rural Devel opnent services rendered in the
processi ng of a transfer and assunpti on.

8§ 1951.204 Nondi scrimnation .

Each instrument of conveyance required for a transfer, assunption, or
ot her servicing action under this subpart will contain the follow ng covenant:

2
(Revi si on 8)



RD Instruction 1951-E
§ 1951.204 (Con.)

"The property described herein was obtained or inproved with Federal financia
assi stance and is subject to the nondiscrimnation provisions of Title VI of
the Gvil Rghts Act of 1964, Title I X of the Education Anendments of 1972
section 504 of the Rehabilitation Act of 1973, and other simlarly worded
Federal statutes, and the regul ations issued pursuant thereto that prohibit
discrimnation on the basis of race, color, national origin, handicap
religion, age, or sex in prograns or activities receiving Federal financia
assi stance. Such provisions apply for as long as the property continues to be
used for the same or simlar purposes for which the Federal assistance was
extended, for so long as the purchaser owns it, whichever is later."

81951. 205 Redel egation of authority .

Servicing functions under this subpart which are specifically assigned to
the State Director may be redel egated in witing to an appropriate
sufficiently trai ned designee.

8§1951.206 Forns.

Forms utilized for actions under this subpart are to be nodified
appropriately where necessary to adapt the fornms for use by corporate
reci pients rather than individuals.

2A
(Added 02-02-96, SPECI AL PN)
(02-08-90) SPEQ AL PN
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§ 1951.207 State supplenents .

State suppl ements devel oped to carry out the provisions of this subpart
wi Il be prepared in accordance with Subpart B of Part 2006 of this chapter
(available in any Rural Devel opnent office) and applicable State | ans and
regul ations. State supplenents are to be used only when required by Nationa
Instructions or necessary to clarify the inpact of State | aws or regul ations,
and not to restate the provisions of National Instructions. Advice and
gui dance wi |l be obtained as needed fromthe Ofice of the General Counse

(OR0) .
§§ 1951.208 - 1951.209 [ Reserved]

§ 1951.210 Environmental requirenents

Servicing activities such as transfers, assunptions, subordinations, sale
or exchange of security property, and | easing of security will be reviewed for
conpliance with Subpart G of Part 1940 of this chapter. The appropriate
environnental revieww || be conpleted prior to approval of the servicing
action. Wen National Ofice approval is required, the conpleted
environnental revieww ||l be included with other information submtted.

§ 1951.211 Refinancing requirenments .

I n accordance with the CONACT, Agency requires for nost |oans covered by
this subpart that if at any time it shall appear to the Government that the
borrower is able to refinance the amount of the indebtedness then outstanding,
in whole or in part, by obtaining a |l oan for such purposes fromresponsible
cooperative or private credit sources, at reasonable rates and terns for | oans
for simlar purposes and periods of time, the borrower wll, upon request of
the Government, apply for and accept such loan in sufficient amount to repay
the Government and will take all such actions as may be required in connection
with such loan. Applicable requirenents are set forth in Subpart F of
Part 1951 of this chapter. A civil rights inpact analysis is required.

(Revi sed 04-02-98, SPECIAL PN)

8§ 1951.212 Unauthorized financi al assistance

Subpart O of Part 1951 of this chapter prescribes policies for servicing
the loans and grants covered under this subpart when it is determned that a
borrower or grantee was not eligible for all or part of the financia
assi stance received in the formof a |oan, grant, subsidy, or any other direct
financi al assistance.

3
(Revision 1)
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8 1951.213 Debt settlenent .

Subpart C of Part 1956 of this chapter prescribes policies and procedures
for debt settlenent actions for |oans covered under this subpart when it is
deternmined that a debt is eligible for settlement except as provided in
88 1951.216 and 1951. 231.

§ 1951.214 Care, managenent, and di sposal of acquired property
(Revi sed 04-02-98, SPECIAL PN)

Property acquired by Governnment will be handl ed according to
Subparts B and C of Part 1955 of this chapter.

§ 1951.215 Gants.

No nmonitoring action by the Agency is required after grant cl oseout.
@G ant closeout is when all required work is conpleted, admnistrative actions
relating to the conpletion of work and expenditure of funds have been
acconpl i shed, and the Agency accepts final expenditure information. However,
grantees remain responsi ble in accordance with the terns of the grant for
property acquired with grant funds.

(a) Applicability of requirements . Servicing actions relating to
Agency grants are governed by the provisions of this subpart, the terns
of the G ant Agreenent and, if applicable, the provisions of 7 CFR 3015,
3016, and 3017.

(1) Servicing actions will be carried out in accordance with the
terns of the "Association Water or Sewer System Grant Agreenent,"”
and RUS Bul letin 1780-12, “Water and Waste Grant Agreement.” G ant
agreenents with a revision date on or after January 29, 1979,
require that the grantee request disposition instructions fromthe
Agency before di sposing of property which is no | onger needed for
original grant purposes. (Revised 04-02-98, SPECIAL PN)

(2) Wien facilities financed in part by grants are transferred or
sol d, repaynment of all or a portion of the grant is not required if
the facility will be used for the sane purposes and the new owner
provides a witten agreement to abide by the terns of the grant
agreenent. (Revised 04-02-98, SPECIAL PN)

(3) 7 CFR 3015 first becane effective on Novenmber 10, 1981; 7 CFR
3016 on Cctober 1, 1988; and 7 CFR 3017 on March 18, 1989. Gants
made on or after those dates are subject to the provisions of those
regul ati ons except to the extent of the express provisions of the
G ant Agreenent.

4
(Revision 1)
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§ 1951. 215 (Con.)

(b) Authorities. Subject to the requirenents of § 1951.215(a),
authority to approve servicing actions is as foll ows:

(1) For water and waste disposal grants, the State Director is
authorized to approve any servicing actions needed, except that
prior approval of the Admnistrator is required when property
acquired with grant funds is disposed of in accordance wth

88 1951. 226, 1951.230, or 1951.232 of this subpart and the buyer or
transferee refuses to assune all terns of the grant agreenent.

(2) A1l other grants will be serviced in accordance with the G ant
Agreement and this subpart. Prior approval of the Administrator is
requi red except for actions covered in the precedi ng paragraph.

§ 1951.216 Nonprogram (NP) | oans .

Borrowers with NP | oans are not eligible for any program benefits,
i ncl udi ng appeal rights. However, Agency nay use any servicing tool under
this

4A
(Added 04-02-98, SPECI AL PN)
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§1951. 216 (Con.) RD I nstruction 1951-E

subpart necessary to protect the Government's security interest, including
reanortization or rescheduling. The refinancing requirements of Subpart F of
Part 1951 of this chapter do not apply to NP loans. Debt settlenent actions
relating to NP | oans nust be handl ed under the Federal dains Collection Act;
proposals will be submtted to the National Ofice for review and approval .
Any exception to the servicing requirements of NP | oans under this subpart
must have prior concurrence of the National Ofice.

81951.217 Public bodies.

Servicing actions involving public bodies will be carried out to the
extent feasible according to the provisions of this subpart. Wth prior
National Office approval, the State Director is authorized to vary from such
provisions if necessary and approved by OGC, provided such variation will not
violate other regulatory or statutory provisions. To request approval, the
case file, including copies of applicable documents, recomendations, and OGC
comrents, will be forwarded to the Admnistrator, Attention: (appropriate
program di vi si on).

§81951. 218 - 1951.219 [ Reserved]

8§1951. 220 Ceneral servicing actions

(a) Payment in full . Payment in full of a loan is handl ed according to
Subpart D of Part 1951 of this chapter. W en a loan is paidin full,
the servicing official will: (Revised 02-10-92, SPECI AL PN.)

(1) Notify the conpany providing fidelity bond coverage in witing
that the governnent no | onger has an interest in the bond if the
governnent is naned co-obligee on the bond.

(2) Release FnHA' s interest in insurance policies according to
appl i cabl e provisions of Subpart A of Part 1806 (RD Instruction
426.1).

(3) Release FmHA' s interest in any other security as appropriate,
consulting with O3C if necessary.

(b) Loan summary statenents . Upon request of a borrower, FnHA will
i ssue a loan sumrary statenent show ng account activity for each | oan
made or insured under the CONACT. Field offices will post a notice on
the bulletin board informng borrowers of the availability of |oan
summary statenents. See Exhibit A of Subpart A of this part for a
sanpl e of the required noti ce.

(1) The loan sumrary statenment period is fromJanuary 1 through
Decenber 31. The Finance Ofice forwards to field offices a copy of
Form RD 1951-9, "Annual Statenent of Loan Account,” to be retained
in borrower files as a permanent record of account activity for the
year .

5
(Revi sion 3)
(02-08-90) SPEA AL PN
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§1951. 220 (b) (Con.)

(2) Quarterly Forns FnHA 1951-9 are retained in the Finance Ofice
on mcrofiche. These statenents reflect cunul ative data fromthe
begi nning of the current year through the end of the nost recent
quarter. Servicing offices nay request copies of these quarterly or
annual statenents by sending Form

FmHA 1951-57, "Request for Loan Summary Statement,” to the Finance
Ofice.

(3) The servicing office will provide a copy of the applicable |oan
summary statenent to the borrower on request. A copy of FormRD
1951-9 and, for loans with unanortized installments, a printout of
future install nents owed obtai ned using the borrower status screen
option in the Automated D screpancy Processing System (ADPS), will
constitute the | oan sumrary statenent to be provided to the
bor r ower .

(c) Insurance. FnHA borrowers shall maintain insurance coverage as
fol | ows:

(1) Comunity and I nsured Business Prograns borrowers shal

conti nuously mai ntai n adequate insurance coverage as required by the
| oan agreenent and 81942.17(j)(3) of Subpart A of Part 1942 of this
chapter. Insurance coverage nust be nmonitored in accordance with the
above-referenced section to determ ne that adequate policies and
bonds are in force.

(2) For all other types of |oans covered by this subpart, property
i nsurance will be serviced according to Subpart A of Part 1806 of
this chapter (RD Instruction 426.1) in real estate nortgage cases,
and according to the | oan agreement in other cases.

(d) Property taxes. Real property taxes are serviced according to
Subpart A of Part 1925 of this chapter. |If State statutes permt a
personal property tax lien to have priority over FnmHA's lien, such taxes
are serviced according to 881925.3 and 1925.4 of Subpart A of Part 1925
of this chapter. (Revised 08-13-92, SPECIAL PN )

(e) Changes in borrower's |egal organization

(1) The State Director may approve, with O3C s concurrence, changes
inarecipient's |egal organization, including revisions of articles
of incorporation or charter and byl aws, when:

(i) The change does not provide for a sole menber type of
organi zati on

(ii) The borrower retains control over its assets and the
operation, managenent, and nai ntenance of the facility, and
continues to carry out its responsibilities as set forth in
8§1942.17(b) (4) of Subpart A of Part 1942 of this chapter; and
(Revised 05-19-92, SPECIAL PN)

6
(Revi sion 3)
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§1951. 220 (e) (1) (Con.)

(iii) The borrower retains significant local ties with the
rural comunity.

(2) The State Director may approve, with prior concurrence of the
Adm ni strator, changes in a recipient's |egal organizati on which
result in a sole nenber type of organization, or any other change
which results in a recipient's |l oss of control over its assets
and/ or the operation, managenent and mai ntenance of the facility,
provided all of the foll ow ng have been or will be net:

(i) The change is in the best interest of the Covernnent;

(ii) The State Drector deternm nes and docunents that other
servicing options under this subpart, such as sale or transfer
and assunption, have been explored and are not feasible;

(iii) The loan is classified as a nonprogram | oan

(iv) The borrower is notified that it is no longer eligible
for any programbenefits, but will remain responsible under the
| oan agreenent; and

(v) Prior concurrence of the Admnistrator is obtained.
Requests will be forwarded to the Admnistrator: Attention
(appropriate programdivision), and will include the case file;
Exhibit A of this subpart (available in any FnHA office),
appropriately conpl eted; the proposed changes; O3C conments;
and any ot her necessary supporting information

(f) Menbership liability . As a |oan approval requiremnment, sone
borrowers may have special agreenents with nenbers for the purchase of
shares of stock or for paynent of a pro rata share of the loan in the
event of default, or they may have authority in their corporate
instruments to nmake special assessments in that event. Such agreements
may be referred to as individual liability agreenments and may be
assigned to and held by FnHA as additi onal security. 1In other cases the
borrower's note may be endorsed by individuals. The liability
instruments will be serviced in a manner indicated by their contents and
the advice of OBC to adequately protect FHA's interest. Servicing
actions necessary due to such provisions wll be noted on Form RD 1905-
10, "Managenent System Card - Association.”

(g) Qher security. Qher security such as collateral assignments,

wat er stock certificates, notices of |lienholder interest (Bureau of Land
Managenent grazing permts) and waivers of grazing privil eges (Forest
Service grazing permts) will be serviced to protect the interest of
FHA, and in conpliance with any special servicing actions devel oped by
the State Director with OCC assistance. Evidence of the security wll
be filed in the servicing office case file. Necessary servicing actions
will be noted on

Form RD 1905- 10.

(02-08-90) SPECI AL PN
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§1951. 220( Con. )

(h) Correcting errors in security instruments . Land, buildings, or
chattels included in a nortgage through nutual m stake may be rel eased
fromthe nortgage by the State Director when substantiated by the
factual situation. The release is contingent on the State Director
determ ning, with OGC advice, that the property was included due to
nutual error.

(
t

i) Present market value determnation . For purposes of this subpart,
he value of security is determned by the approval official as follows:

(1) Security representing a relatively small portion of the total

val ue of the security property . The approval official wll
determne that the real estate and chattels are disposed of at a
reasonabl e price. A current appraisal report may be required.

(2) Security representing a relatively large portion of the total

val ue of the security property . The approval official wll require
a current appraisal report, and the sale prices of the real estate
and chattel s disposed of will at |east equal the present market

val ue as determ ned by this appraisal.

(3) Appraisal report . |If required, a current appraisal report will
be conpleted in accordance with 81942. 3 of Subpart A of Part 1942 of
this chapter. The appraisal will be conpleted by a qualified FrHA
enpl oyee or an i ndependent appraiser as determ ned appropriate by
the approval official.

8§1951.221 (ollections, paynents and refunds . Collections are processed in
accordance with Subpart B of Part 1951 of this chapter. Paynents and refunds
are handl ed in accordance with the foll ow ng:

(a) Gommunity and | nsured Busi ness Prograns

(1) Field offices can obtain data on principal installments due for
Community and I nsured Business Prograns |oans with unanortized
install nents using the borrower status screen option in the ADPS.

(2) Regular payrments for Community and I nsured Busi ness Prograns
borrowers are all paynents other than extra paynents and refunds.
Such paynents are usually derived fromfacility revenues, and do not
i ncl ude proceeds fromthe sale of security. They also include
payment s derived from sources which do not decrease the val ue of
FHA s security.

(i) Dstribution of such paynents is nmade as foll ows:

(A First, tothe FHA | oan(s) in proportion to the

del i nquency exi sting on each. Any excess wll be distributed
in accordance with paragraphs (a)(2)(i)(B) and (C of this
section.
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81951. 221 (a) (2) (i) (Con.)

(B) Second, to the FnHA | oan or loans in proportion to the
approxi mate anmounts due on each. Any excess will be
distributed according to paragraph (a)(2)(i)(C of this
section

(© Third, as advance paynents on FrnHA | oans. | n maki ng such
distributions, consider the principal bal ance outstandi ng on
each |l oan, the security position of the |liens securing each

| oan, the borrower's request, and rel ated circunstances.

(ii) Unless otherw se established by the debt instrunent,
regul ar paynments will be applied as foll ows:

(A) For anortized loans, first to interest accrued (as of the
date of receipt of the paynent), and then to principal.

(B) For principal-plus-interest loans, first to the interest
due through the date of the next schedul ed install ment of
principal and interest and then to principal due, with any
bal ance applied to the next schedul ed principal installment.

(3) Extra payments are derived fromsale of basic chattel or rea
estate security; refund of unused | oan funds; cash proceeds of
property insurance as provided in 81806.5(b) of Subpart A of Part
1806 (paragraph V B of RD Instruction 426.1); and simlar actions
whi ch reduce the value of basic security. At the option of the
borrower, regular facility revenue may al so be used as extra
payments when regul ar paynments are current. Unless otherw se
established in the note or bond, extra paynents wll be distributed
and applied as foll ows:

(i) Frst to the account secured by the | owest priority of
lien on the property fromwhich the extra payment was obt ai ned.
Any bal ance will be applied to other FnHA | oans i n ascendi ng
order of priority.

(ii) For anortized loans, first to interest accrued to the
date paynent is received, and then to principal. For debt
instruments with installments of principal plus interest, such
payments will be applied to the final unpaid principa
instal | ment.

(b) @Qazing Association Loans, Irrigation, Drainage and other Soil and
Wt er Conservation Loans, and Indian Tribes and Tribal Corporation
Loans.

(1) Regular payrments for such |oans are defined in §1951. 8(a) of
Subpart A of Part 1951 of this chapter, and are distributed
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according to 81951.9(a) of that subpart unless otherw se established
by the note or bond.

(2) Extra payments are defined in 81951.8(b) of Subpart A of Part
1951 of this chapter, and are distributed according to 8§1951. 9(b) of
that subpart.

§1951. 222 Subordi nati on of security .

When a borrower requests FnHA to subordinate a security instrument so
that another creditor or |ender can refinance, extend, reanortize, or increase
the amount of a prior lien; be on parity with; or place a |lien ahead of the
FHA lien, it will submt a witten request to the servicing office as
provi ded bel ow. For purposes of this subpart, subordination is defined to
i ncl ude cases where a parity security position is being considered.

(a) Ceneral. The followi ng requirenents nmust normally be net:

(1) The request nmust be for subordination of a specific amunt of

t he FnHA i ndebt edness, and the anmount nust be wi thin the approva
official's authority as set forth in Exhibits A, B, and C of Subpart
A of Part 1901 of this chapter (available in any FrHA of fice).

(2) It nust be determi ned that the borrower cannot refinance its
FHA debt in accordance with Subpart F of Part 1951 of this chapter.

(3) The transaction will further the purposes for which the FnHA
| oan was nade, not adversely affect the borrower's debt-payi ng
ability, and result in the FnHA debt being adequately secured

(4) The ternms and conditions of the prior lien will be such that
the borrower can reasonably be expected to nmeet themas well as the
requi renents of all other debts

(5) Any proposed devel opment work will be planned and performed
according to 81942. 18 of Subpart A of Part 1942 of this chapter or
in a manner directed by the creditor which reasonably attains the
obj ectives of that section.

(6) Al contracts, pay estimates, and change orders wll be
reviewed and concurred in by the State D rector

(7) In cases involving | and purchase, the FnHA will obtain a
nort gage on the purchased | and.

(8 Wien the transaction involves nore than $10,000 or the approva
official considers it necessary, a present market val ue

10



8§1951. 222 (a)(8) (Con.) RD I nstruction 1951-E

apprai sal report will be obtained. However, a new report need not
be obtained if there is an appraisal report not over one year old
whi ch permts a proper determnation of the present market val ue of
the total property after the transaction.

(9) The proposed action nust not change the nature of the
borrower's activities so as to nake it ineligible for FrHA | oan
assi st ance.

(10) Necessary consent and subordination of all other outstanding
security interests nmust be obtained.

(11) For Indian Tribes and Tribal Corporations, |loan funds will not
be used for any purpose that will contribute to excessive erosion of
hi ghly erodible land or to the conversion of wetlands to produce an
agricultural comodity as further explained in Exhibit Mof Subpart

G of Part 1940 of this chapter. This requirement will be nonitored
t hroughout the termof the | oan

(b) Authorities. Proposals not neeting one or nore of the above
requi rements wWill be submtted to the Admnistrator, Attention
(appropriate programdivision) for prior concurrence. Al other
proposal s may be approved by the official with | oan approval authority
under Subpart A of Part 1901 of this chapter

(c) Processing. The case file is to include:

(1) The borrower's witten request on Form RD 465-1, "Application
for Partial Rel ease, Subordination, or Consent," if appropriate, or
in other acceptable format. The request nust contain the purpose of
t he subordination; exact anount of noney or property invol ved,
description of security property involved; type of security

i nstrunment; name, address, |ine of business and ot her genera
information pertaining to the party in favor of which the request is
made; and other pertinent information to evaluate the need for the
request ;

(2) CQurrent bal ance sheet;

(3) If devel opment work is involved, an operating budget on Form RD
442-7, "(Qperating Budget," or simlar formwhich projects i ncone and
expenses through the first full year of operation follow ng

conpl etion of planned inprovenents; or if no devel opnent work is

i nvol ved, an incone statenment and budget on Form

FHA 442-2, "Statenent of Budget, Income, and Equity," schedules 1
and 2, or simlar form

(4) Copy of proposed security instrument;

11
(Revi sion 1)

(02-08-90) SPECI AL PN



RD Instruction 1951-E
§1951. 222 (c) (Con.)

(5) Appraisal report, when applicabl e;
(6) OCC opinion on the request;

(7) Exhibit A of this subpart (available in any FmHA of fice),
appropriately conpl et ed,;

(8) Appropriate environmental review, and
(9) Any other necessary supporting infornation.

(d) dosing. Al requests for subordination will be closed according
to instructions from O3C except those which affect only chattel |iens
ot her than pl edges of revenue. FnHA's consent on Form RD 465-1 will be
signed concurrently with Form RD 460-2, "Subordi nation by the
Covernnent, " when appl i cabl e.

81951. 223 Reanortization.

(a) State Director authorization . The State Director is authorized to
approve reanortization of Toans under the foll ow ng conditions:

(1) The account is delinquent and cannot be brought current wthin
one year while maintaining a reasonabl e reserve;

(2) The borrower has denmonstrated for at | east one year by actual
performance or has presented a budget which clearly indicates that
it is able to nmeet the proposed payment schedul e;

(3) The anount being reanortized is within the State Director's
| oan approval authorization; and

(4) There is no extension of the final maturity date.

(b) Requests requiring National Ofice approval . Reanortizations not
nmeeti ng the above conditions require prior National Ofice approval.
Requests will be forwarded to the National Ofice with the case file,

i ncl udi ng:

(1) CQurrent budget and cash fl ow prepared on Form RD 442- 2,
schedules 1 and 2, or simlar form

(2) CQurrent bal ance sheet and income statenent;
(3) Exhibit A of this subpart, appropriately conpleted,

(4) FormRD 1951-33, "Reanortization Request,"” conpleted in
accordance with 81951. 223 (c)(3) of this subpart, when applicabl e;
and (Revised 07-05-91, SPECI AL PN.)
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(5) Any other necessary supporting infornation.

(c) Processing. Wen legally permssible and admnistratively
acceptable, the total outstanding principal and interest bal ances will
be reanortized rather than only the delinquent anmount. Accrued interest
will be at the rate currently reflected in Finance O'fice records.

(1) Reanortizations will be perfected in accordance with OC
cl osing instructions.

(2) Wien debt instrunents are being nodified or new debt

i nstruments executed, bond counsel or |ocal counsel, as appropriate,
nmust provide an opinion indicating any effect on FmHA' s security
position. The FrHA approval official rmust determne that the
governnent's interest will remain adequately protected if the
security position will be affected.

(3) MNotes. Except as provided in 81951.223 (c)(4), |oans evidenced
by notes will be reanortized through a new evidence of debt unless
OXC reconmends that the terns of the existing docunent be nodified.
Form RD 1951-33 may be used to effect such nodifications, if legally
adequate, or other fornms may be used if acceptable to FHA. The
original of a new note or any endorsenent required by O is to be
attached to the existing note, filed in the servicing office, and
retained until the account is paid in full or otherw se satisfied.

A copy will be forwarded to the Finance Ofice. (Revised 07-05-91,
SPECI AL PN.)

(4) Bonds and notes with other than real or chattel security

pl edged to FHA . Loans evi denced by bonds, or by notes w th other
than real or chattel security pledged to FHA, nay be reanorti zed
usi ng procedures acceptable to the State Director and legally

perm ssi bl e under State statutes in the opinion of the borrower's
counsel and the OCC

(i) The procedure nay consist of a new debt instrument or
agreenent for the total FmHA i ndebt edness, including the

del i nquency, or a new instrunent or agreenent whereby the
borrower agrees to repay the delinquency plus interest. If a
new i nstrunent or agreenment for only the delinquent anount is
used, a new |l oan nunber will be assigned to the delinquent
amount, and the borrower will be required to pay the anounts
due under both the original and the new instrunents.

(ii) Wien a delinquent or problemloan cannot be reanortized
by issuing a new debt instrument due to State statutes, or the
cost of preparation and closing is prohibitive, the

reschedul i ng agreenent provided as Exhibit H of this subpart
(available in any FnHA office), may be used.

13
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(5)

(iii) Section 1942.19 of Subpart A of Part 1942 of this
chapter applies to any new bonds issued unl ess precluded by
State statutes or an exception is approved by the National
Ofice.

(iv) |If State statutes do not require the rel ease of existing
bonds, they will be retained with the new bond instrunent or
agreenent in the FnHA office authorized to store such
docunents. |If State statutes require release of existing
bonds, the exchange will be acconplished by the D strict
Director, and the new bond and/or agreenent will be retained in
the appropriate office.

New debt instruments or agreenents

(i) Acopy will be sent to the Finance Ofice after execution,
except that if serial bonds are used, the original bond(s) wll
be subnmitted to the Finance Ofice.

(ii) Any agreenent used will contain:

(A The anount delinquent, which nmust equal the total
del i nquency on the account and net advances (the unpaid
princi pal on any advance and the accrued interest on any
advance through the date of reanortization, |ess interest
paynments credited on the advance account);

(B) The effective date of the reanortization;

(© The nunber of years over which the delinquency will be
anorti zed;

(D) The repaynent schedul e; and
(E) The interest rate.

(iii) A payment will be due on the next schedul ed due date.
Def erment of interest and/or principal paynents is not
aut hori zed.

(iv) A separate newinstrunment will be required for each | oan
bei ng reanorti zed.

(v) If anortized paynents are not used, the schedul e of
principal installments devel oped will be such that conbined
payments of principal and interest closely approximate an
anortized payment.

14
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(d) Reanortization with interest rate adjustnment - Water and Waste
borrowers only . A borrower that is seriously delinquent in |oan
payments nmay be eligible for | oan reanortization with interest rate
adjustnent. The purpose of |oan reanortization with interest rate
adjustnent is to provide relief for a borrower that is unable to service
the outstanding loan in accordance with its existing terns and to
enhance recovery on the loan. A borrower nmust neet the conditions of
this subpart to be considered eligible for this provision

(Added 08-05-98, PN 294.)

(1) BEligibility determnation . The State Director, Rural

Devel opnent, may submt to the Admnistrator for approval an
adjustnent in the rate of interest charged on outstandi ng | oans only
for those borrowers who neet the follow ng requirenents:

(i) The borrower has exhausted all other servicing provisions
contained in this subpart;

(ii) The borrower is experiencing severe financial problens;
(iii) Any managenent deficiencies nmust have been corrected or
the borrower nust submt a plan acceptable to the State office
to correct any deficiencies before an interest rate adjustnent
may be consi der ed;

(iv) Borrower user rates nust be conparable to simlar

systens. In addition, the operating expenses reported by the
borrower nust appear reasonable in relation to simlar system
expenses;

(v) The borrower has cooperated with Rural Devel opnent in
exploring alternative servicing options and has acted i n good
faith with regard to elimnating the delinquency and conpl yi ng
with its | oan agreenents and agency regul ati ons; and

(vi) The borrower’s account must be delinquent at |east one
annual debt paynment for 180 days.

(2) GConditions of approval . Al borrowers approved for an
adjustnent in the rate of interest by the Adm nistrator shall agree
to the foll owi ng conditions:

(i) The borrower shall agree not to maintain cash or cash
reserves beyond what is reasonable at the time of interest rate
adjustnent to neet debt service, operating, and reserve

requi renents.

14A
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(3)

(ii) Areview of the borrower’s managenent and busi ness
operations may be required at the discretion of the State
Director. This review shall be performed by an i ndependent
expert who has been recomrended by the State Director and
approved by the National office. The borrower nust agree to
i mpl erent all recommendations nade by the State Director as a
result of the review

(iii) If requested, a copy of the latest audited financi al
statenents or nanagenent report nust be submtted to the
Admi ni strator.

Reanortization. At the discretion of the Admnistrator, the

interest rate charged on outstanding | oans of eligible borrowers nmay
be adjusted to no less than the poverty interest rate and the term
of the loans may be extended up to a new 40 year termor the

remai ning useful life of the facility, whichever is |ess.

14B
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8§1951.224 Third party agreenents .

The State Director may authorize all or part of a facility to be
operated, maintained or managed by a third party under a contract, managenent
agreenent, witten | ease, or other third party agreenent as foll ows:

(a) Leases.

(1) Lease of all or part of a facility (except when |iquidation
action is pending) . The State Drector may consent to the Ieasing
of all or a portion of security property when:

(i) Leasing is the only feasible way to provide the service
and is the custonary practice as required under 81942.17(b)(4)
of Subpart A of Part 1942 of this chapter; (Revised 05-19-92,
SPECI AL PN.)

(ii) The borrower retains ultimate responsibility for
operating, maintaining, and nmanaging the facility and for its
continued availability and use at reasonable rates and terns as
requi red under 81942.17(b)(4) of Subpart A of Part 1942 of this
chapter. The | ease agreenment nust clearly reflect sufficient
control by the borrower over the operation, maintenance, and
managenent of the facility to assure that the borrower
maintains this responsibility; (Revised 05-19-92, SPECIAL PN )

(iii) The | ease agreenent contains provisions prohibiting any
amendnents to the | ease or any subl easi ng arrangenents wi t hout
prior witten approval from FrHA

(iv) The | ease docunent contains nondi scrimnation
requirenents as set forth in 81951. 204 of this subpart;

(v) The |l ease contains a provision which recogni zes that FrHA
is a lienholder on the subject facility and, as such, the |ease
is subordinate to the rights and clains of FrHA as |ienhol der
and

(vi) The |l ease does not constitute a | ease/ purchase
arrangenent, unless permtted under 81951.232 of this subpart.

(2) Lease of all or part of a facility (pending |iquidation
action) . The State Director may consent to the Teasing of all or a
portion of security property when:

(i) The lease will not adversely affect the repaynent of the
| oan or the Governnent's rights under the security or other
i nstrunents;

15
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) The State Director has determned that |iquidation wll
ely be necessary and the | ease i s necessary unti
ui dati on can be acconpli shed;

ii) Leasing is not an alternative to, or neans of del aying,
qui dation action

(iv) The lease and use of any proceeds fromthe | ease will
further the objective of the |oan

(v) Rental income is assigned to FHA in an amount sufficient
to nmake regul ar paynments on the | oan and operate and mai ntain
the facility unless such paynents are otherw se adequately
secur ed,;

(vi) The lease is advantageous to the borrower and is not
di sadvant ageous to the Covernnent;

(vii) If foreclosure action has been approved and the case has
been subnitted to O3C, consent to | ease and use of proceeds
will be granted only with O3C s concurrence; and

(viii) The | ease does not exceed a one-year period. The
property may not be under |ease nore than two consecutive years
wi t hout authorization fromthe National Ofice. Long-term

| eases may be approved, with prior authorization fromthe
National Ofice, if necessary to ensure the continuation of
services for which the | oan was nmade and if other servicing
options contained in this subpart have been determ ned

i nappropriate for servicing the | oan

(b) Mneral leases. Unless liquidation is pending, the State D rector
is authorized to approve mneral |eases when:

(1) The lessee agrees, or is |liable wthout any agreenent, to pay
adequat e conpensation for any damage to the real estate surface and
i nprovenents. Damage conpensation will be assigned to FrHA or the
prior |ienhol der by the use of Form RD 443-16, "Assignnent of |ncome
fromReal Estate Security,"” or other appropriate instrument;

(2) Royalty paynments are adequate and are assigned to FnHA on Form
RD 443-16 in an anmount determned by the State Director to be
adequate to protect the government's interest;

(3) Al or a portion of delay rentals and bonus paynents may be
assigned on Form RD 443-16 if needed for protection of the
Governnent's interest;
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(4) The |ease, subordination, or consent formis acceptable to OGC

(5 The lease will not interfere with the purpose for which the
| oan or grant was nade; and

(6) Wien FnHA consent is required, the borrower subnmits a conpleted
Form RD 465-1. The formw Il include the ternms of the proposed
agreenent and specify the use of all proceeds, including any to be
rel eased to the borrower.

(c) Managenent agreenents . Managenent agreenents should contain the
m ni mum suggested contents contained in Quide 24 of Part 1942, Subpart A
of this chapter (available in any FmHA of fice).

(d) Affiliation agreements . An affiliation agreenment between the
borrower and a third party may be approved by the State Director, with
OXC concurrence, if it provides for shared services between the parties
and does not result in changes to the borrower's | egal organizational
structure which would result inits loss of control over its assets

and/ or over the operation, nanagement, and mai ntenance of the facility
to the extent that it cannot carry out its responsibilities as set forth
in 81942.17(b)(4) of Subpart A of Part 1942 of this chapter. However,
affiliation agreenents which result in a loss of borrower control may be
approved with prior concurrence of the Admnistrator if the loan is
reclassified as a nonprogram| oan and the borrower is notified that it
is no longer eligible for any programbenefit. Requests forwarded to
the Admnistrator will contain the case file, the proposed affiliation
agreenent, and necessary supporting information. (Revised 05-19-92,
SPECI AL PN.)

(e) Processing. The consent of other |ienholders will be obtained when
requi red. Wien National Ofice approval is required, or if the State
Director wi shes to have a transaction reviewed prior to approval, the
case file will be forwarded to the National Cfice and w |l include:

(1) A copy of the proposed agreenent;

(2) Exhibit A of this subpart (available in any FmHA of fice),
appropriately conpl et ed.

(3) Any other necessary supporting infornation.
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§1951. 225 Li qui dati on of security .

When the District Drector believes that continued servicing will not
acconpl i sh the objectives of the |oan, he or she will conplete Exhibit A of
this subpart (available in any FnHA office), and submt it with the District
Ofice file to the State Ofice. |If the State Drector determnes the account
shoul d be |iquidated, he or she will encourage the borrower to dispose of the
FHA security voluntarily through a sale or transfer and assunption, and
establish a specified period, not to exceed 180 days, to acconplish the
action. |If a transfer or voluntary sale is not carried out, the loan will be
l'iqui dated according to Subpart A of Part 1955 of this chapter

81951. 226 Sal e or exchange of security property

A cash sale of all or a portion of a borrower's assets or an exchange of
security property may be approved subject to the conditions set forth bel ow

(a) Authorities.

(1) The District Drector is authorized to approve actions under
this section involving only chattels.

(2) The State Director is authorized to approve real estate
transacti ons except as noted in the foll ow ng paragraph

(3) Approval of the Adm nistrator must be obtai ned when a
substantial loss to the Governnment will result froma sale; one or
nore menbers of the borrower's organi zati on proposes to purchase the
property; it is proposed to sell the property for |less than the
apprai sed val ue; or the buyer refuses to assume all the terns of the
Gant Agreement. It is not FnHA policy to sell security property to
one or nore nenbers of the borrower's organization at a price which
will result in aloss to the Governnent.

(b) Ceneral . Approval nay be given when the approval officia
determ nes and docunents that:

(1) The consideration is adequate;

(2) The release will not prevent carrying out the purpose of the
| oan;

(3) The remaining property is adequate security for the |loan or the
transaction will not adversely affect FrHA's security position

(4) If the property to be sold or exchanged is to be used for the
sane or simlar purposes for which the loan or grant was made, the
purchaser will:
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(02- 08- 90)

(5)

(i) Execute Form RD 400-4, "Assurance Agreenent." The
covenants involved will remain in effect as long as the
property continues to be used for the sane or simlar purposes
for which the |l oan or grant was nmade. The instrunent of
conveyance will contain the covenant referenced in §1951. 204 of
this subpart; and

(ii) Provide to FnHA a witten agreenment assumng all rights
and obligations of the original grantee if grant funds were
provi ded. See 81951.215 bel ow for additional gui dance on grant
agr eenent s.

The proceeds remai ning after payi ng any reasonabl e and

necessary selling expenses are used for one or nore of the follow ng
pur poses:

(i) To pay on FrnHA debts according to 81951.221 of this
subpart; on debts secured by a prior lien; and on debts secured
by a subsequent lienif it is to FHA' s advant age.

18A
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(ii) To purchase or acquire through exchange property nore
suited to the borrower's needs, if the FnHA debt will be as
wel | secured after the transaction as before.

(iii) To develop or enlarge the facility if necessary to

i nprove the borrower's debt-paying ability; place the operation
on a sounder basis; or otherw se further the | oan objectives
and pur poses.

(6) D sposition of property acquired in whole or part with FnHA
grant funds will be handl ed in accordance with the grant agreenent.

(c) Processing.
(1) The case file will contain the foll ow ng:

(i) Except for actions approved by the District D rector,
Exhibit A of this subpart (available in any FnHA office),
appropriately conpl et ed,;

(ii) The appraisal report, if appropriate;

(iii) Nane of purchaser, anticipated sales price, and proposed
terns and conditions;

(iv) FormRD 1965-8, "Release fromPersonal Liability,"

i ncluding the County GCommttee nenorandumand the State
Director's recomrendati ons;

(v) An executed FormRD 400-4, if applicable;

(vi) An executed FormRD 465-1, if applicable;

(vii) FormRD 460-4, "Satisfaction,"” if a debt has been paid
in full or satisfied by debt settlement action. For cases
involving real estate, a simlar formmay be used if approved
by O and

(viii) Witten approval of the Adm nistrator when required
under 81951.226(a)(3) of this subpart;

(2) Releasing security .

(i) The District Drector is authorized to satisfy or
termnate chattel security instruments when 81951. 226(b) of
this subpart and 81962.17 and 81962.27 of Subpart A of Part
1962 of this chapter have been conplied with. Partial rel ease
may be nmade by using Form RD 460-1, "Partial Release,” or Form
RD 462-12, "Statenents of Continuation, Partial Release,

Assi gnment, Etc."
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(d)

(ii) Subject to 81951.226(b) of this subpart, the State
Director is authorized to release part or all of an interest in
real estate security by approving FormRD 465-1. Partia

rel ease of real estate security may be made by use of Form RD
460-1 or other form approved by OCC

(3) FmHA liens will not be released until the sale proceeds are
received for application on the Government's claim In states where
it is necessary to obtain the insured note fromthe | ender to
present to the recorder before releasing a portion of the land from
the nortgage, the borrower nust pay any cost for postage and

i nsurance of the note while in transit. The District Director will
advi se the borrower when it requests a partial release that it nust
pay these costs. |If the borrower is unable to pay the costs from
its own funds, the anmounts shown on the statenment of actual costs
furni shed by the insured | ender may be deducted fromthe sale

pr oceeds.

Rel ease fromliability .

(1) Wen an FnHA debt is paid in full fromthe proceeds of a sale
the borrower will be released fromliability by use of Form RD 1965-
8

(2) Wien sale proceeds are not sufficient to pay the FnHA debt in
full, any bal ance remaining will be handl ed in accordance with
procedures for debt settlenment actions set forth in Subpart C of
Part 1956 of this chapter.

(i) In determ ning whether a borrower should be rel eased from
liability, the State Director will consider the borrower's
debt -paying ability based on its assets and incone at the tine
of the sale.

(ii) Release fromliability will be acconplished by using Form
RD 1965-8 and obtaining fromthe County Conmttee a nenorandum
recomrendi ng the rel ease which contains the foll ow ng

st at ement :

" in our opinion does

not have reasonabl e debt-paying ability to pay
the bal ance of the debt after considering its
assets and income at the time of the sale.

The borrower has cooperated i n good faith, used
due diligence to maintain the security agai nst

| oss, and otherwi se fulfilled the covenants
incident to the loan to the best of its ability.
Therefore, we recomrend that the borrower be
rel eased fromliability upon the conpletion of
the sale.”
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81951. 227 Protective advances

The State Director is authorized to approve, without regard to any | oan
or total indebtedness limtation, vouchers to pay costs, including insurance
and real estate taxes, to preserve and protect the security, the lien, or the
priority of the lien securing the debt owed to or insured by FnHA i f the debt
i nstrument provides that FrHA nay voucher the account to protect its lien or
security. The State Director nust determ ne that authorizing a protective
advance is in the best interest of the government. For insurance, factors
such as the anount of advance, occupancy of the structure, vulnerability to
darmage and present value of the structure and contents wll be considered.

(a) Protective advances are consi dered due and payabl e when advanced.
Advances bear interest at the rate specified in the nost recent debt
i nstrument aut hori zi ng such an advance.

(b) Protective advances are not to be used as a substitute for a | oan

(c) Vouchers are prepared in accordance wi th applicable procedures set
forth in RD Instruction 2024-A (available in any FnHA office). (Revised
08-13-92, SPECIAL PN)

§81951. 228 - §1951.229 [ Reserved]

81951.230 Transfer of security and assunption of | oans

(a) Ceneral. It is FrHA policy to approve transfers and assunptions to
transferees which will continue the original purpose of the loan in
accordance with the following and specific requirenents relating to
eligible and ineligible borrowers set forth bel ow

(1) The present borrower is unable or unwilling to acconplish the
obj ectives of the |oan.

(2) The transfer will not be di sadvantageous to the Government or
adversely affect either FnHA's security position or the FmHA program
in the area.

(3) Transfers to eligible applicants will receive preference over
transfers to ineligible applicants if recovery to FHA is not |ess
than it would be if the transfer were to an ineligible applicant.

(4) If the FnHA debt (s) exceed the present market value of the
security as determned by the State Director, the transferee wll
assune an anmount at |east equal to the present mnarket val ue.

(5 If the transfer and assunption is to one or nore nenbers of the
borrower's organi zation, there nust not be a loss to the governnent.
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(6) FnHA concurs in plans for disposition of funds in the
transferor's debt service, reserve, operation and mai nt enance, and
any ot her project account, including supervised bank accounts.

(7) Wien the property to be transferred is to be used for the sane
or simlar purposes for which the | oan was made, the transferee will
execute Form RD 400-4 to continue nondi scrim nati on covenants and
provide to FHA a witten certification assumng all ternms of the

G ant Agreement executed by the transferor. Al instrunments of
conveyance will contain the covenant referenced in §1951. 204 of this
subpart .

(8) This subpart does not preclude the transferor fromreceiving
equity payments when the full amount of the FnHA debt is assuned.
However, equity paynents will not be nmade on nore favorable terns
than those on which the bal ance of the FnHA debt will be paid.

(9) Transferees nust have the ability to pay the FnHA debt as
provided in the assunption agreenent and the | egal capacity to enter
into the contract. The applicant will submt a current bal ance
sheet using Form RD 442-3, "Bal ance Sheet," and budget and cash fl ow
information using FormRD 442-2, or simlar forns. For ineligible
applicants, such informati on nmay be supplenented by a credit report
froman i ndependent source or verified by an i ndependent certified
publ i c account ant.

(10) For purposes of this subpart, transfers to eligible applicants
wi Il include nergers and consolidations. Mergers occur when two or
nore corporations conbine in such a manner that only one remains in
exi stence. In a consolidation, two or nore corporations conbine to
forma new, consolidated corporation, with all of the origina
corporations ceasing to exist. In both nergers and consolidations,
the surviving or emerging corporation takes the assets and assumnes
the liabilities of the corporation(s) which ceased to exist. Such
transacti ons nust be distinguished fromtransfers and assunpti ons,
in which a transferor will not necessarily go out of existence and
the transferee will not always take all assets or assune al
liabilities of the transferor

(11) A current appraisal report to establish the present market
val ue of the security will be conpleted in accordance with
81951. 220(i) of this subpart when the full debt is not being
assuned.
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(12) There must be no lien, judgement, or simlar clains of other
parties against the FnHA security being transferred unless the
transferee is willing to accept such clains and the FnHA approva
official determnes that they will not prevent the transferee from
repayi ng the FnrHA debt, meeting all operating and mai nt enance costs
and naintaining required reserves. The witten consent of any other
i enhol der will be obtained where required.

(b) Authorities. The State Director is authorized to approve transfers
and assunptions of FnHA | oans in accordance with the provisions of
paragraphs (c) and (d) of this section, except for the follow ng, which
require prior approval of the Adm nistrator

(1) Proposals which will involve a loss to the Covernnent;

(2) Proposals involving a transfer to one or nore nenbers of the
present borrower's organization

(3) Proposals involving rates and terns which are nore liberal than
those set forth in 81951.230(c) of this subpart;

(4) Proposals involving a cash paynment to the present borrower
whi ch exceeds the actual sal es expenses;

(5) The transferee refuses to assunme all ternms of the G ant
Agreement for a project financed in part with FrHA grant funds;

(6) Proposed transfers to ineligible applicants when there is no
si gni fi cant downpayment and/or the repayment period is to exceed 25
years; and

(7) For Indian Tribes and Tribal Corporations, the requirenments
found in Exhibit Mof Subpart G of Part 1940 of this chapter are not
nmet .

(c) Higible applicants . Except as noted in 81951.230(b) of this
subpart, the State Director is authorized to approve transfers of
security property to and assunptions of FnHA debts by transferees who
woul d be eligible for financial assistance under the | oan program

i nvolved for the type of |oan being transferred. The State D rector
must determ ne and document that eligibility requirenents have been
sati sfied.

(1) If aloan is evidenced and secured by a note and lien on rea

or chattel property, FormRD 1951-15, "GCommunity Prograns Assunption
Agreement,” will be executed by the transferee. Wien the terns of
the | oan are changed, the new repaynent period nay not exceed the

| esser of the repaynent period for a new | oan of the type invol ved
or the expected life of the facility. Interest will accrue at the
rate currently reflected in Finance O'fice records.
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(2) If the loan is evidenced and secured by a bond, procedures will
be foll owed which are acceptable to the State Director and legally
perm ssi bl e under State law in the opinion of the borrower's counse
and O3C. The interest rate will be the rate currently reflected in
Finance Ofice records. Any new repaynment period provided may not
exceed the | esser of the repaynent period for a new | oan of the type
i nvol ved or the expected life of the facility.

(3) Loans being transferred and assurmed nay be conbi ned when the
security is the same, new terns are being provided, a new debt
instrunent will be issued, and the | oans have the same interest rate
and are for the sane purpose. |If applicable, 81942.19(h)(11) will
govern the preparation of any new debt instruments required.

(4) Aloan may be nade in connection with a transfer if the
transferee neets all eligibility and other requirenents for the kind
of loan being made. Such a loan will be considered as a separate

| oan, and nust be evidenced by a separate debt instrunent. However
it is permssible to have one authorizing | oan resol ution or
ordinance if pernitted by State statutes.

(5) Any devel oprent funds renaining in a supervi sed bank account
which are not to be refunded to FnHA will be transferred to a
supervi sed bank account for the transferee simultaneously with the
closing of the transfer for use in conpleting planned devel opnent.

(d) Ineligible applicants . Except as noted in §1951.230(b) of this
subpart, the State Director is authorized to approve transfer and
assunptions to transferees who woul d not be eligible for financia

assi stance under the | oan programinvol ved for the type of |oan being
transferred. However, the State Director is authorized to approve all
transfers of incorporated Econom c Qoportunity Cooperative |oans to
ineligible applicants without regard to the requirenments set forth in
81951. 230(b). Such transfers are considered only when an eligible
transferee is not available or when the recovery to FnHA froma transfer
to an available eligible transferee would be less. Transfers are not to
be considered as a neans by which menbers of the transferor's governing
body can obtain an equity or as a method of providing a source of easy
credit for purchasers.

(1) Ineligible applicants nust pay a one-tine nonrefundabl e
transfer fee when they submt an application or proposal
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(i) The National Ofice will issue a directive annually
advising the field of the anount of the fee. Any cost for
apprai sal s perforned by non- FnHA personnel will be handled in
accordance with RD Instruction 2024-A (avail able in any FrmHA
office), and will be added to the basic fee. (Revised 08-13-
92, SPECI AL PN)

(ii) Transfer fees will be deposited in accordance with
current instructions governing the handling of collections.
The fees will be identified as transfer fees on Form RD 451- 2,
"Schedul e of Remttances,” and will be included on the Daily
Activity Report. The anount will be credited to the Rural
Devel opnent | nsurance Fund.

(iii) If the State Director determ nes waiver of the transfer
fee is in the best interest of the government, he or she will
request prior approval by submtting the
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transfer case file established in accordance w th processing
requirenents set forth belowto the National Ofice, Attention
(appropri ate program division).

(2) Any funds remaining in a supervi sed bank account will be
refunded to FnmHA and applied to the debt as a condition of transfer.

(3) The interest rate will be the greater of the rate specified for
the note in current Finance Ofice records or the market rate for
Community Prograns as of the transfer closing date.

(4) The transferred loan will be identified as an NP | oan and
serviced in accordance with 81951.216 of this subpart.

(5 FormRD 465-5, "Transfer of Real Estate Security,” wll be
used, and will be nodified as appropriate before execution.

(6) Consideration will be given to obtaining individual liability
agreenents fromnenbers of the transferee organization.

(e) Release fromliability . Except when nonprogram | oans or Econom c
Qoportunity Cooperative [oans are involved, transferors may be rel eased
fromliability in accordance with the follow ng:

(1) If the full anount of the debt is assuned, the State D rector
may approve the release fromliability by use of Form RD 1965- 8.

(2) If less than the full amount of the debt is assuned, any

bal ance remaining will be handl ed in accordance w th procedures for
debt settlenment actions set forth in Subpart C of Part 1956 of this
chapter.

(i) In determ ning whether a borrower should be rel eased from
liability, the State Director will consider the borrower's
debt -paying ability based on its assets and i ncone at the tine
of the sale.

(ii) Release fromliability will be acconplished by using Form
RD 1965-8 and obtaining fromthe County Conmttee a nenorandum
recomrendi ng the rel ease which contains the statement set forth
in 81951.226(d)(2)(ii) of this subpart.

(f) Processing. Transfers and assunptions will be processed in
accordance with the foll ow ng:

(1) Atransfer case file organized in accordance with RD
Instruction 2033-A (available in any FHA office) will be
establ i shed, and will contain all docunents and correspondence
relating to the transfer. The forns utilized for transfers and
assunptions are listed in Exhibit D (available in any FrHA
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office). Al forns listed nust be conpleted and included in the
case file unless inappropriate for the particular situation

(2) Aletter of conditions establishing requirenments to be net in
connection with the transfer and assunption will be issued, and the
transferee will be required to execute Form RD 442-46, "Letter of
Intent to Meet Conditions,™ prior to the closing of the transfer

(3) Both the transferee and transferor are responsible for
obtai ning the | egal services necessary to acconplish the transfer

(4) Transfers will be closed in accordance with instructions
provi ded by OGC.

(5 Wien the transferee is a public body and Form RD 1951-15 i s not
suitable, the transferee's attorney will prepare the docunents
necessary to effect the transfer and assunption and submt themfor
approval by FmHA and OCGC

(6) Accrued interest to be entered in either Table 1 of Form RD
1951-15 or other appropriate assunption agreement is to be obtained
using the status screen option in ADPS

(7) The following forns, if utilized, will be sent imediately to
the Finance O fice

(i) FormRD 1951-15 or other appropriate assunption agreenent;
(ii) A conformed copy of Form RD 1965- 8.

(8 If an FHA grant was nmade in conjunction with the | oan bei ng
transferred, the transferee nmust agree in witing to assune al
rights and obligations of the original grantee. See 81951.215 for
addi ti onal gui dance on grant agreenents.

(9) The transferee will obtain insurance according to requirenents
for the loan(s) being transferred unless the approval officia
requires additional insurance. Wen the entire FnHA debt

i s being assumed and an anmount has been advanced for insurance

prem uns or any other purposes, the transfer will not be conpleted
until the Finance Ofice has charged the advance to the transferor's
account .

(10) Rates and terns .

(i) If the transfer will be closed at the sane rates and
terns, the transferee will be inforned of the anount needed to
be on schedul e by the next installment due date.
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(ii) If the transfer will be closed at new rates and terns,
the transferee will be informed of the amount of principal and
i nterest owed based on informati on obtained using the ADPS
status screen option.

(11) The effective date of a transfer is the actual date the
transfer is closed, which is the same date Form RD 1951-15 or ot her
appropriate assunption agreenent is signed.

(12) Title to all assets will be conveyed fromthe transferor to
the transferee unl ess other arrangenents are agreed upon by all

parties concerned, including FnHA. Al instruments of conveyance
will contain the covenant referenced in 81951.204 of this subpart.

(13) If an insured |oan being held by an investor is involved, the
Finance O'fice will have to repurchase the note prior to processing
t he assunpti on agreenent.

(14) Wien National Ofice approval is required, the transfer case
file will be submtted to the Admnistrator, Attention: (appropriate
programdivision), with Exhibit A of this subpart (available in any
FHA of fice), appropriately conpleted, and a cover nenorandum whi ch
denot es any unusual circunstances.

(15) The District Director nust review Form RD 1910-11, "Applicant
Certification, Federal Collection Policies for Consumer or
Commrercial Debts,” with the applicant, and the form nmust be signed
by the applicant and included in the file.

§1951. 231 Speci al provisions applicable to Econonmic Qoportunity (EQ
Cooperative | oans .

(a) Wthdrawal of menber and transfer to and assunption by new menbers
of Uni ncor por at ed Cooper ati ves

(1) Wthdrawal of a nember who is no longer utilizing the services
of an association and transfer of w thdrawi ng nenber interest in the
associ ation to a new menber who will assunme the entire unpaid

bal ance of the indebtedness of the wi thdrawi ng menber nay be
permtted, if the renmaining nenbers agree to accept the new nmenber
and the transfer will not adversely affect collection of the |oan.
The servicing office will submt to the State Office the borrower
case file and the follow ng:

(i) FormRD 1951-15 executed by the proposed new nenber;

(ii) Statement of the current amount of the indebtedness
i nvol ved;

(iii) A description and statenent of the value of the security
property;
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(b)

(iv) A nenorandumto justify the transaction;

(v) FormRD 440-2, "County Commttee Certification or
Recommrendat i on; "

(vi) Exhibit B of this subpart, "Agreenment for New Menber
(Wth or Wthout Wthdrawi ng Menber),"” (available in any FrHA
office), executed by the renaining nmenbers of the association,
the proposed new nenber, and the w thdraw ng nmenber; and

(vii) FormRD 450-12, "Bill of Sale (Transfer by Wthdraw ng
Menber)," executed by the w thdraw ng nmenber.

(2) If the State Director determnes after review of the above
information that the proposed new nenber is eligible and the
transfer is justified, the State D rector may approve the transfer
and assunption by executing Form RD 1951- 15.

(3) Upon conpl etion of the above actions, the State Director nay
rel ease the outgoi ng nenber frompersonal liability using FormRD
1965- 8.

(4) If Finance O'fice records nust be changed due to changes in
borrower name, address and/or case nunber, necessary documents,

i ncl uding Form RD 1951-15 and, if applicable, FormRD 1965-8, will
be forwarded to the Finance Ofice imrediately with a nmenmorandum
indi cating that the purpose of the submssion is only to establish
liability for a new nenber and rel ease an old menber fromliability.

Wt hdrawal of nenbers from Uni ncor porated Cooperatives when new

nmenber not available . Wthdrawal of a nmenber who no lTonger utilizes the

services of an association may be permtted even though a new nmenber is
not avail abl e, provided:

(1) The State Director determ nes that the remai ni ng nenbers have
sufficient need for the property, and that the withdrawal of the
menber will not adversely affect collection of the | oan; and

(2) The remai ni ng nenbers obtain fromthe outgoi ng nenber an
agreenent conveying his or her interest in the cooperative property
to them They nmay also wish to agree to protect the outgoi ng menber
against liability on the debt owed to FnHA as well as any ot her
debts. Exhibit Cof this subpart, "Agreement for Wthdrawal of
Menmber (Wt hout New Menber)," (available in any FnHA office), nay be
used by the cooperative. FmHA will not be a party to the agreenent.
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(c) Addition of new nmenbers (no w thdraw ng menber or transfer
i nvol ved) for both Incorporated and Uni ncor porat ed Cooperatives

(1) A new nenber nay be admtted to the association even t hough
there is no w thdraw ng nenber, if:

(i) The nenbers of the association agree to accept the
proposed new menber, and

(ii) The State Director deterni nes that the associati on owns
adequate facilities to provide service to the new nenber

(2) The servicing office will submt to the State Ofice the case
file and itens (i) through (vi) of 81951.231(a)(1).

(3) If the State Director determnes after the review of the above
information that the proposed new nenber is eligible and the
transaction is justified, the State Director nay approve the
transacti on by executi ng Form RD 1951- 15.

(4) FormRD 1951-15 will be forwarded i nmmediately to the Fi nance
Ofice with a menorandumindicating that the formis intended only
to establish liability for a new nenber.

(d) Deceased nenbers of Unincorporated Cooperatives . Form RD 442-24,
"Cperating Agreenent,”™ (now obsol ete) was executed by recipients of
these | oans. Paragraph 10 of that formprovides that in case of the
death of any nmenber, the heirs or personal representative of the
deceased menber shall take the deceased nenber's place in the
association. This provision also covers sale of the decedent's interest
in the association if the sale is necessary to pay debts of the estate.

(1) If the heirs or personal representative do not wish to continue
nmenbership in the association, the remai ni ng menbers nay be
permtted to continue to operate the property if FnHA s financia
interest will not be jeopardized. The renaining nmenbers shoul d
obtain fromthe deceased nenber's estate an agreenent conveying the
estate's interest in the cooperative property to them The
remai ni ng nmenbers nay wi sh to agree to protect the estate agai nst
l[iability on the debt to FnHA as well as any other debts of the
cooperati ve.

(2) The requirenment of 81962.46(h) of Subpart A of Part 1962 will
al so be foll owed.

(e) Action which affects individual nenbers of Unincorporated EO

Cooperative security . The borrower wll be expected to protect its own
interest in condemation, trespass, quiet title, and other cases
affecting the security. The servicing office will inmediately furnish

the conpl ete facts concerning any action taken agai nst individua
menbers of Uni ncor porated Cooperatives to the State D rector together
with the case file.
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(f) Debt Settlenent . Debt settlenent actions for Economc Qpportunity
Cooperative Toans nust be handl ed under the Federal dains Collection
Act; proposals will be submtted to the National Ofice for review and
appr oval

§1951. 232 Wat er and waste di sposal systens which have becone part of an
urban area.

A water and/or waste di sposal systemserving an area which was fornerly a
rural area as defined in 81942.17(b)(2)(iii) and (iv) of Subpart A of Part
1942 of this chapter, but which has becone in its entirety part of an urban
area, will be serviced in accordance with this section. (Revised 05-19-92
SPECI AL PN.)

(a) CQurtailment or limtation of service . Service nmay not be curtailed
or limted by the inclusion of a systemwi thin an urban area.

(b) Sale or transfer and assunption

(1) The urban comunity or another entity may purchase the facility
i nvol ved and i mredi ately pay the FnHA debt in full; or

(2) The urban comunity or another entity may accept a transfer of
the FnHA debt on an ineligible applicant basis.

(3) Wen a grant is involved, the entity will agree in witing to
assune all rights and obligations of the original grantee. See
8§1951. 215 for additional guidance on grant agreenents.

(c) Lease-purchase arrangenent . |If 81951.232(b)(1) and (2) of this
section are not practicable, the urban community may, with prior

approval of the National Ofice, operate and nmaintain the systemunder a
| ease- purchase arrangenent whi ch provides that:

(1) The urban comunity wll:

(i) Assune responsibility for operati on and mai nt enance of the
facility, subject to nondiscrimnation and all other

requi renents which are applicable to the borrower, which are to
be specified in the agreenment between the parties; and

(ii) Pay the association annually an anount sufficient to
enable it to neet all its obligations, including reserve
account requirenents.

(2) The FnHA borrower will:

(i) Meet its debt service and reserve account requirenents to
FrHA,

ii) Retainits corporate existence until FnHA has been paid
n full; and
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(iii) If agreed upon by both parties, convey title to the
facility to the urban community when the FnHA debt has been
paid in full.

(d) Processing.

(1) Sale of a borrower's assets will be handl ed i n accordance with
81951. 226 of this subpart.

(2) Transfer and assunption of a borrower's assets and indebt edness
wi Il be handled in accordance with §1951. 230 of this subpart.

(3) Lease-option-to-purchase arrangenents are not permtted.

(4) Wien a | ease-purchase arrangenent is proposed, the State
Director will obtain a proposed agreenent drafted by either the
borrower or the urban community. The following will be forwarded to
the Admnistrator, Attention: Water and Waste D sposal D vision, for
revi ew and approval authorization

(i) A copy of the proposed agreenent;

(ii) Exhibit A of this subpart (available in any FnHA office),
appropriately conpl et ed,;

(iii) OGC comrents;

(iv) The case file, including all docurentation appropriate
for the type of servicing action invol ved

§81951. 233 - 1951.239 [ Reserved]

81951.240 State Director's additional authorizations and gui dance

(a) Promote financing purposes and inprove or maintain collectibility
The State Drector is authorized to performthe follow ng functions when
the action is determined likely to pronote the | oan or grant purposes

wi t hout jeopardizing collectibility of the loan or inpairing the
adequacy of the security; will strengthen the security; or wll
facilitate, inprove, or naintain the orderly collection of the |oan

(1) Approve requests for permssion to nodify bylaws, articles of
i ncorporation, or other rules and regul ati ons of recipients,

i ncl udi ng changes in rate or fee schedul es. Changes affecting the
recipient's | egal organizational structure nust be approved by OGC

(2) Consent to requests by the recipient to incur additiona
i ndebt edness, subject to applicable Rural Devel opment Instructions
and covenants in the |l oan or grant agreenent.

(3) Renew existing security instruments.
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(4) Approve the extension or expansion of facilities and services.

(5 Require additional security when:

(i) Existing security is inadequate and the | oan or security
instruments obligate the borrower to give additional security;
or

(ii) The loan is in default and additional security is
acceptable in lieu of other servicing actions.

(6) Release properties being sold by the borrower from nortgages
securing Rural Renewal |oans if the anount of the notes and

nort gages given by the purchaser to the borrower equal the present
mar ket val ue and are assigned and pl edged to FrHA, and any noney

payabl e to the borrower is applied as an extra paynent on the Rural
Renewal | oan

(7) Approve requests for rights-of-way and easenents and any
subordi nati on necessary in connection with such requests.

(b) Referrals to National Ofice . Al proposed servicing actions which
the State Drector is not authorized by this subpart to approve will be
referred to the National O fice.

(c) Defeasance of FnHA i ndebtedness . Defeasance is the use of invested
proceeds froma new bond issue to repay outstandi ng bonds i n accordance
with the repaynment schedul e of the outstanding bonds. The new i ssue

super sedes the contractual agreenments the borrower agreed to in the

prior issue. Defeasance, or anendi ng outstanding | oan instrunents and
agreenents to pernt defeasance, of FmHA debt instrunents is not

aut hori zed, since defeasance limts, or elimnates entirely, the
borrower's ability to conply with statutory refinancing requirenents

i npl emrented by Subpart F of Part 1951 of this chapter

§1951. 241 Special provision for interest rate change

(a) Ceneral. FEffective Cctober 1, 1981, and thereafter, upon request
of the borrower, the interest rate charged by FnHA to water and waste

di sposal and comunity facility borrowers shall be the |ower of the
rates in effect at either the tine of |oan approval or |oan closing.
Pub. L. 99-88 provides that any FnHA grant funds associated with such

| oans shall be set in the anmount based on the interest rate in effect at
the time of |oan approval. Loans closed Qctober 1, 1981, through
Cctober 25, 1985, were closed at the interest rate in effect at the tine
of loan approval and that interest rate is reflected in the borrower's
debt instrument. For community facility and water and waste di sposa

| oans cl osed on or after Cctober 1, 1981, and for which the interest
rate in effect at the time of loan closing is |ower than the interest
rate in effect at the time of |oan approval, the borrower may request to
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be charged the lower interest rate. The loan closing interest rate wll
be determ ned by FnHA based upon requirenents in effect at the date of
loan closing. Exhibit E of this subpart (available in any FnHA of fice)
contains a sumrary of interest rate requirements for specific time
periods. Exhibit C of Subpart Oof this Part (available in any FnHA
office) will be used to deternmine the interest rate and effective dates
by category of poverty, internediate, and narket rates. Exhibit F of
this subpart (available in any FnHA office) contains the instructions on
how to process a change of interest rate. Loans neeting the criteria of
this section that have been paid in full are eligible for the borrower
to request the lower interest rate. For |loan(s) that involved multiple
advances of FnHA funds using tenporary debt instrunents, wherein the
borrower requests the interest rate in effect at |oan closing, the
interest rate charged shall be the rate in effect on the date when the
first tenporary debt instrunent was issued.

(b) Notification to borrower and borrower selection of interest rate

(1) FnHA servicing officials will notify each borrower neeting the
provi sions of this section of the availability of a choice of
interest rate. The notification will be nade in witing at the
earliest possible date, utilizing Exhibit G of this subpart
(available in any FnHA office), and sent by certified mail, return
recei pt requested. Borrowers will be advised at the time of
notification that if a change of interest rate is requested, the
change will be acconplished admnistratively by FnHA. The effect of
the change on the | oan account will also be fully explained to the
bor r ower .

(2) Borrowers rnust notify FmHA within 90 cal endar days of the date
of FnHA notification indicating their election to retain the

rate in effect at |oan approval or to change the rate to the rate in
effect at the tine of loan closing. [If the borrower does not
respond within the 90-day period, FrHA will not consider a future
request for a lower interest rate under the provisions of this
subpart .

(3) The borrower is responsible for assuring that the official
executing the letter requesting the change of interest rate is duly
aut hori zed and any action(s) necessary for this authorizati on have
been taken as required. Any costs associated with a change of
interest rate will be the responsibility of the borrower.

(c) Processing loan interest rate change . The State Director is
authorized to approve Toan interest rate changes which meet the
requirenents of this section. Loan interest rate changes will be
acconpl i shed as fol | ows:

(1) Al loan paynments already applied to the account(s) wll be
reversed and reapplied by FnHA utilizing the changed interest rate
The bal ance renaining after the conpletion of the reversa
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and reapplication procedures will be applied first to any
del i nquency on the account and then to principal

(2) For paid-in-full accounts which nmeet the criteria of

81951. 241(a) of this subpart, the bal ance of |oan paynents after
conpl etion of the reversal and reapplication procedures will be
returned to the borrower unless the borrower is delinquent on

anot her FmHA | oan of the sane type. In those cases the amount will
be applied to the delinquent anount owed, with any bal ance refunded
to the borrower.

(3) The Finance Ofice will admnistratively change the interest
rate on a borrower's account in accordance with notification from
the servicing official. The installnent schedule set forth in each
borrower's debt instrunent will not change. The original principa
schedul e for principal-plus-interest accounts where princi pal only
is stipulated will continue to be used for payment cal cul ati on by
the Finance Ofice. Amortized accounts will adhere to the origina
payment schedul e and amount. The | ast schedul ed pri nci pa
installnent will be reduced by the anmount of the bal ance previously
generated by the reversal and reapplication of paynents.

(4) Wien FnHA has processed a change of interest rate for an
anortized loan and a reduction in installnent anounts is needed to
provide for a sound operation, the borrower may request
reanortization in accordance with 81951.223 of this subpart.

(5) The borrower will be notified in witing of the new interest
rate as changed.

§81951. 242 - 1951. 249 [ Reser ved]

81951.250 OWB control nunber

The reporting and recordkeepi ng requirements contained in this regul ation
have been approved by the O'fice of Managenent and Budget and have been
assi gned OMB Control Nunber 0575-0066. Public reporting burden for this
collection of information is estimated to vary fromfifteen nmnutes to three
hours per response including tine for review ng instructions, searching
exi sting data sources, gathering and nai ntaining the data needed, and
conpl eting and review ng the collection of information. Send comrents
regarding this burden estinmate or any other aspect of this collection of
i nformation, including suggestions for reducing this burden, to Departnment of
Agriculture, dearance Oficer, ORM Room 404-W Washi ngton, D.C. 20250; and
to the Ofice of Managenment and Budget, Washington, D.C 20503.

Attachnments: Bxhibits A, B C D E F, G and H

(s]@0}
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REPCRT ON SERVI O NG ACTI ON
Name of Borrower: | State County Case No.
I
Addr ess: | Type of _Assistance _
| Loan /_/_ Insured /_/ Drect /_/
|_ Gant / /
| Date Facility
| _ Placed in Qperation
Section | (Conplete for all financial assistance)
1. FHA Fi nanci al Assistance H story
Loan Amounts | Date |Int.|No.|Principal|lnterest|Ahead (Behind) Schedul e
(initial first)|d osed| Rate| Yrs| Bal ance | Accrued | Principal | Interest
I I | I I I
$ I [ B | $ | $ | $
I I | I I I
$ I [ B | $ | $ | $
I I | I I I
$ I [ B | $ | $ | $
I I | I I I
$ I [ B | $ | $ | $
I I I I I I
Gant Amounts | Date |

_(initial first) | _dosed_ |

Principal & interest bal ances as of

Menber ship or Connection fee $

$
$
$
$

Monthly dues or user rate $

I |

I |

I | _ _

| | Annual /_/ Monthly / /  Payment $
I |

I |

I |

I |

I |

2. Debts Oned - Non FmHA

To Wiom Oned Anmount Annual / /[ _ Ant. Ahead Pur pose of How Secured
Monthly / _/ (Delinquent) Loan

Payment
$ $ $
$ $ $
$ $ $
$ $ $

VWre Qutside Debts Authorized by FnHA?
(11-3-82) PN 855

A



RD Instruction 1951-E

Exhibit A
page 2
3. Present NMarket Value : (required for subordination, sales, transfers,
exchanges, assunptions & mergers)
Land $ Val ue determned by :
Bui | di ng $ Apprai sal report /_/
Equi pnent $ (encl ose copy)
Q her $ Esti mate )
Tot al $ Q her )

4. Menberships Users (Recreation, Water & Waste)

(a) MNunber required at closing
(b) Actual at closing
(c) Menbers-Users, last 5 years
year () ( ) C ) C ) C )
(d) Explain lower than required menbership at |oan closing and
decreases in recent years.

(e) Amount of delinquency in dues or charges $
as of . Nunber of menbers-users delinquent
(f) Past steps taken to increase menbers-users.

(g) Can nenbers be assessed? If yes, when?
5. Cccupancy, Patient Days, dinic Visits (Heal th Care)
(as appropri ate)

(a) at loan closing
(b) past 5 years
( ) ( ) ( ) ( ) ( )

(c) reasons for decreases in recent years.

Section 11
Conpl ete The Fol |l owing, As Appropriate, For Al Servicing

Actions Except Subordination & Lease O Security

1. Type of action requested : _ .
/ | Reanortization / _/ Liquidation / _| Sal e or Exchange
[/ | Transfer & Assunption / | Merger
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2. Description of the facility.
3. Describe the probl em
4. Condition of Facilities
(a) building
(b) equi pnent
(c) land
(d) Wwater Systens (well-lines, treatnent plant-storage, etc.)
(e) Sewer System (lines, manhol es, |agoons, treatnent facilities) __
5. Is Board of Drectors carrying out responsibilities? (Explain No's)__
6. |s managenent adequate? (Explain No's)
7. Explain the condition and adequacy of records, financial data and
reports.
8. Explain the general attitude of community | eaders, civic clubs
Mayor, industry, etc. toward the facility.
9. Is there any general consensus anong those interviewed on the need for

any specific changes in the policies or practices of the project? For

exanpl e, do they think the charges are too high or too |low, certain

phases should be elimnated, or certain services added? (Explain)
(11-3-82) PN 855
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10. Conments on other |like facilities in the area.

11. Is the Board willing to close out enterprise which is |osing noney or
causi hg unsavory reputation?
Expl ai n:

12. Action requested to solve the probl em

13. If liquidationis initiated, what are the alternative uses of the
proj ect ?

14. Reanortization Only
(a) Total armount to be reanortized $
(b) New monthly /_/ annual /_/ paynent $
(c) Rate &terns

15. Sales, Transfers, Liquidations, Mergers, etc
Conpl ete as appropri at e:
(a) Sale or transfer price $
(b) Estimate selling expense $
(c) Anticipated |oss to governnent $
(d) Proposed transaction date
(e) Terns & conditions:




RD Instruction 1951-E

16. Comments and Recommrendati ons: Al three nust be conpl eted

(a) Dstrict Drector

Exhibit A
page 5

Dat e

(b) Program Chi ef

Dstrict Drector

Dat e

(c) State Director

Chi ef, Community Prograns

Dat e
oMo

(11-3-82) PN 855
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AGREEMENT FOR NEW MEMBER
(Wth or Wthout Wthdraw ng Menber)

TH S AGREEMENT, entered into this day of ,

19

W TNESSETH THAT,

WHEREAS,

(Narmes of Menbers except any Wt hdraw ng Menber)

herein called "present menbers”, who conprise all the nenbers *[except the
wi t hdrawi ng nenber indicated bel ow of

(Nare of
, an uni ncor por at ed cooperative associ ati on,

Associ ati on)
herein called "Association", are indebted jointly and severally to the United
States of America, acting through the Farmers Hone Adm nistration, United
States Departrment of Agriculture, herein called the "CGovernnent”, for a | oan
under section 303 of the Economic pportunity Act of 1964, as anended (42
U S. C 2852), as evidenced by a prom ssory note dated 19
____, inthe face amount of $ ; and

WHEREAS, the nenbers of the Association executed an Qperating Agreenent
dat ed , 19 , herein called "Cperating Agreenent",
descri bing the organi zati onal structure of the Association, the rights and
obligations of the nmenbers and the manner in which the affairs of the
Associ ation are to be conducted; and

WHEREAS, with the proceeds of said | oan the Association purchased

(Kind of Property Purchased)
to be used jointly by the nenbers; and

WHEREAS, the nenbers are jointly and severally liable as partners for
all debts of the Association, and each nenber has an equal undivi ded interest
in all property and assets of the Association; and

*[ WHEREAS, , herein called "wth-
(Narmre of Wt hdraw ng Menber)
drawi ng nenber”, is no longer utilizing the services of the Association and
desires to w thdraw hi s/ her nenbership therein; and]

WHEREAS, , herein called "new nenber".
(Narre of New Menber)
desires to becone a menber of the Association and the present nenbers have
agreed to accept hinmlher as a menber;

(11-3-82) PN 855
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NON THEREFCRE, in consideration of the nutual agreenents contai ned
herein, the parties hereto covenant and agree as foll ows:

1. The present nmenbers agree to and hereby accept the new nmenber as a
menber of the Association fromthe date hereof, with all the rights, duties,
and obligations appertaining to such nenbership as provided in the Qperating
Agr eenent .

2.  The business of the Association shall be carried on in the sane
manner and subject to the sane agreenents and provisions as provided in the
Qperating Agreenent, as fully and effectually as if the sanme were contained in
this Agreenent.

3. The new nenber hereby agrees to, and agrees to be bound by, al
agreenents and provisions of the (perating Agreenent, the sane as if he/she
had executed the sane as of the date thereof, and hereby assunes and agrees to
be jointly and severally liable for all present and future debts and
obligations of the Association, and he/she agrees specifically to assune
liability on a promssory note in the face amount of $ ,
dat ed , 19 , made by the Association to the Governnent,
and to execute such instrunent(s) as the Government may require in connection
with such assunpti on.

4. The new nenber further agrees to and assunes all obligations and
agreenents contained in any instrunments executed by the Association as
security for or supplenmentary to said prom ssory note, including but not
limted to the Assignnent of Income dated , 19 |
and the Security Agreement **(Chattel Mortgage dated , 19 ,
executed by the Association in favor of the CGovernnent, the sane as if he/she
had signed the same as of the date thereof.

5. This agreenment is subject to the approval of the Governnent, acting
t hrough the County Supervisor of the Farmers Hone Adm nistration

*[6. The w thdraw ng nmenber hereby agrees and acknow edges that he/she
will no |l onger have any property right or other interest in the Association or
the property of the Association, and that he/she will simultaneously herewth
execute and deliver a bill of sale transferring and assigning to the new
nmenber his/her interest in the property of the Association.]

*[7. The present menbers hereby jointly and severally agree to pay and
save harm ess the w thdrawi ng menber as to all past, present and future debts
and obligations of the Association, including but not limted to that certain
i ndebt edness to the Governnment evidenced by the aforesaid promi ssory note.]
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Appr oved:

(Present Menber)

(Present Menber)

County Super vi sor
Farners Honme Adm ni stration
United State Departnent of Agriculture

(Present Menber)

(New Menber)

*[ '|
(Wt hdrawi ng Menber)

*(Omt material in brackets when no w thdraw ng nenber is invol ved)
**(Use "Chattel Mortgage" in lieu of "Security Agreement” in any state
where he UCC has not been adopted.)

oMo
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AGREEMENT FCR W THDRAWAL OF MEMBER
(Wthout New Menber)

TH S AGREEMENT, entered into by and between

(Namre of
, party of the first part, and
Wt hdrawi ng Menber) (Nares of

Remai ni ng Menber s)
parties of the second part,

W TNESSETH THAT, in consideration of the nmutual agreements contai ned
herein, the parties hereto agree as foll ows:

1. Party of the first part hereby grants, bargains and sells to parties
of the second part all his/her right, title and interest in
, herein called the

(Namre of Associ ation)
"Association", and in the partnership property and assets of the Association.

2. Parties of the second part hereby jointly and severally agree to pay
and save harmess the w thdrawi ng nmenber as to all past, present and future
debts and obligations of the Association, including but not limted to that
certain indebtedness to the Farnmers Hone Administration, United States
Department of Agriculture, evidenced by a prom ssory note dated
, 19  , in the face anount of $

Executed this day of , 19

(Party of the First Part)

(Parties of the Second Part)
o
(11-03-82) PN 855
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| t eml For m Name

RD Instruction 1951-E

Exhi bi t
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Page 1

FrHA For m Nunber
(if applicable)

Account Status Information Aut onat ed

Applicant Certification - Federal Collection Policies
for Consuner or Commercial Debts

Apprai sal information appropriate for facility type:
Appr ai sal Report - Farm Tract
Uni form Resi dential Appraisal Report
Val uati on of Buil di ngs
Apprai sal Report - Water and Waste D sposal Systens
Assurance Agreenent
Communi ty Prograns Assunption Agreenent or
ot her assunpti on agreenent approved by
O fice of General Counsel (OX0)
Consent of other |ienhol ders

County Committee Certification or Reconmendati on

Envi ronnent al Revi ew docunent ati on

(08-25-93) PN 211

Di screpancy
Processi ng
System (ADPS) or
appropriate form

1910- 11
1922-1
1922-8

426-1
442-10

400- 4
1951-15
N A

440- 2

FrHA
I nstruction 1940-G
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| t eml For m Name

FrHA For m Nunber
(if applicable)

Fi nancial Information (use of FnHA fornms optional):
Statenent of Budget, Income and Equity
Bal ance Sheet
Credit Report (ineligibles only)

I nsurance and fidelity bond - evidence transferee has
or will obtain required coverage

Letter of Conditions

Letter of Intent to Meet Conditions
National O fice approval menorandum
OXC cl osing instructions

Proposal by transferee

Rel ease from Personal Liability
Report on Servicing Action

Suppl enent ary Paynent Agreenent
Transfer of Real Estate Security
Transfer Fee Paynent docunentation

Transferee's witten agreenent to abi de by covenants
in the grant agreenent if an FnHA grant was invol ved

oMo

442-2
442-3

N A

N A
N A
1942- 46
N A
N A
N A
1965- 8
Exhi bit A (1951-E)
440- 9
465-5

N A

N A
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Interest Rate Requirenents and Effective Dates

1. Poverty Line Quidelines.

a. FEfective Cctober 1, 1981, through April 14, 1982, poverty line was
$8, 450 per year for all States except Al aska and Hawaii. The applicable
poverty line was $10,570 for Al aska and $9, 720 for Hawaii .

b. FEfective April 15, 1982, through March 17, 1983, poverty |ine was
$9, 300 per year for all States except Al aska and Hawaii. The applicable
poverty line was $11, 630 for Al aska and $10, 700 for Hawaii .

c. FEfective March 17, 1983, through March 6, 1984, poverty |ine was
$9, 900 per year for all States except Al aska and Hawaii. The applicable
poverty line was $12,380 for Al aska and $11, 390 for Hawaii .

d. Effective March 7, 1984, through April 2, 1985, poverty |ine was
$10, 200 per year for all States except Al aska and Hawaii. The
appl i cabl e poverty line was $12, 750 for Al aska and $11, 730 for Hawaii .

e. FHEfective April 3, 1985, through March 11, 1986, poverty |ine was
$10, 650 per year for all States except Al aska and Hawaii. The
appl i cabl e poverty line was $13,310 for A aska and $12,250 for Hawaii .

f. FEffective March 12, 1986, through March 18, 1987, poverty line was
$11, 000 per year for all States except Alaska and Hawaii. The
appl i cabl e poverty line was $13, 750 for Al aska and $12, 650 for Hawaii .

g. Efective March 18, 1987, through March 10, 1988, poverty line was
$11, 200 per year for all States except Al aska and Hawaii. The
appl i cabl e poverty line was $14,000 for A aska and $12,880 for Hawaii .

h. FEffective March 11, 1987, until further notice by FnHA

Adm nistrative Notice (AN), poverty line is $11,650 per year for all
States except A aska and Hawaii. The applicable poverty line is $14, 560
for Al aska and $13,400 for Hawaii .

2. Median I ncone of Service Area.

I ncome determnation for the service area utilized median famly incone until
Qctober 3, 1984. For loan closed on or after Cctober 3, 1984, the nedi an
househol d i ncome of the service area should be considered in making the
interest rate determ nation.

3. Poverty Line Rate.

a. For purposes of determining the interest rate at |oan cl osing under
§1951. 221 of RD Instruction 1951-E, |oans closed on or after Cctober 1,
1981, through Decenber 22, 1985, shoul d consider the appropriate poverty
line and nedi an i ncone of the service area as set forth in paragraphs
(1) and (2) above. Depending on the date of |oan closing and taking
into

(5-4-88) PN 84
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account the poverty line and nedi an i ncone requirenents in effect at
that time, the poverty line rate category could be met if (i) the
primary purpose of the loan is to upgrade existing facilities, or
construct new facilities required to meet applicable health and sanitary
standards; and, (ii) the nedian household (famly) inconme of the service
area is below the poverty line for a famly of four, as prescribed by
the O fice of Managenent and Budget (OWB), as adjusted under section 624
of the Econom c Qpportunity Act of 1964 (42 U S C 2971d).

b. For loans closed on or after Decenber 23, 1985, and before March 25,
1986, the poverty line rate category is nmet if (i) the primary purpose
of the loan is to upgrade existing facilities, or construct new
facilities required to neet applicable health and sanitary standards;
and, (ii) the medi an househol d i ncome of the service area is bel owthe
poverty line as set forth in paragraph (1) above for a famly of four
as defined in section 673 (2) of Community Service Block grant Act (42
US C 9902 (2)), or below 80 percent of the Statew de nonmetropolitan
medi an househol d i ncone.

ntermedi at e Rate.

a. Loans closed on or after July 9, 1982, through Cctober 2, 1984,

shoul d be considered under the following criteria: "The intermediate
interest rate will be set at the poverty line rate plus one-half of the
difference between the poverty line and the market rate. It will apply

to loans that do not neet the requirenents of the poverty line rate and
for which the nedian famly income of the service area is not nore than
85 percent of the nonmetropolitan nedian famly i ncome of the State.”

b. Loans closed on or after Cctober 3, 1984, through April 1, 1985,
shoul d be considered under the following criteria: "The intermnediate
interest rate will be set at the poverty line rate plus one-half of the
di fference between the poverty line rate and the narket rate. It wll
apply to loans that do not neet the requirements for the poverty line
rate and for which the nmedi an househol d i nconme of the service area is
not nore than 85 percent of the nonmetropolitan nmedi an househol d i ncome
of the State.”

c. Loans closed on or after April 2, 1985, through Decenber 22, 1985,
shoul d be considered under the following criteria: "The intermnediate
interest rate will be set at the poverty line rate plus one-half of the
di fference between the poverty line rate and the narket rats. It wll
apply to the loans that do not meet the requirenents for the poverty
line rate and for which the nedi an househol d i ncome of the service area
is belowthe poverty line as set forth in paragraph (1) above or not
nore than 85 percent of the nonnetropolitan nmedi an househol d i ncone as
set forth in paragraph (1) above of the State.”
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d. Loans closed on or after Decenber 23, 1985, through March 24, 1986,
the intermediate rate category requirenent is: "The internediate
interest rate will be set at the poverty line rate plus one-half of the
di fference between the poverty line rate and the market rate, not to
exceed seven percent per annum It will apply to loans that do not neet
the requirements for the poverty line rate and for which the nedi an
househol d i ncome of the service area is below the poverty line as set
forth in paragraph (1) above or not nore than 100 percent of the
nonmet r opol i t an medi an househol d i ncome of the State.”

5. Market Rate.

The market rate will apply to all loans that do not qualify for a different
rate under the provisions set forth under paragraphs (3) and (4) above.

oMo
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Instruction to FHA Personnel to

| npl ement Public Law 100- 233

The FnHA servicing official must determne the borrowers to be notified of the
option to change a loan interest rate. Al Community Facility and Water and
Waste D sposal borrowers with |oans closed on or after Cctober 1, 1981, t hat
have not previously been given a choice of interest rate and whose | oans were

F

closed at a date when the interest rate was |ower than the | oan approval rate

will be notified that they may request to be charged the lower interest rate
To determne the borrowers eligible for this choice of a | ower interest rate,
the FnHA servicing official should utilize FormRD 1940-1, "Request for
oligation of Funds," note, bond, or recorded debt instrument as appropriate;
Form RD 2033- 33, "Management System Card - Community Prograns;” RCFTS; and any
ot her appropriate documentati on

The FnHA servicing official must al so determne the loan closing interest rate
based upon the interest rate requirements in effect at the date of |oan
closing. RD Instruction 1951-0, Exhibit C contains interest rates and
effective dates by category of poverty, intermnediate, and market rates. RD
Instruction 1951-E, Exhibit E, contains applicable information affecting
interest rate requirenents, i.e., change of nedian fanly income to nedi an
househol d i ncome, and poverty |line guidelines. Based upon interest rate
requirenents in effect at the tinme of |oan approval and any changes in
interest rate requirenents in effect at loan closing, a loan in the market
interest rate category at |oan approval nmay fall in a poverty line rate
category at the tinme of loan closing. O the reverse may apply.

(5-4-88) PN 84
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Borrowers who have paid-in-full accounts are eligible to request a | ower
interest rate. One of the follow ng paragraphs should be inserted in Exhibit
G of this subpart as appropriate:

"Your loan was paid in full on ( enter date). |If you request change
of interest rate, FMHA will reverse and reapply | oan paynments nmade to the | oan
account utilizing the changed interest rate. The bal ance of |oan paynents,
after conpletion of this procedure, will be refunded to you."

"Your loan was paid in full on ( enter date). |If you request a
change of interest rate, FnHA will reverse and reapply all |oan paynments nade
to the loan account utilizing the changed interest rate. You are delinquent
on a (Comunity Facility or Water and WAste Disposal, as appropriate ) |oan of
the same type in the anount of $( Enter anmount of delinquency ). The case
nunber, |oan nunber, and fund code of the delinquent |oan are:

Therefore, the bal ance of |oan paynents, after conpletion of the
reversal and reapplication procedure, will be applied to the delinquent
account. Any funds remaining, after the amount needed to bring the delinquent
account current, will be returned to you as a refund.”

For loans that involved multiple advances of FmHA funds using tenporary debt
instruments, wherein the borrower requests the interest rate in effect at |oan
closing, the loan closing date used for the purpose of interest rate

determ nation shall be the rate in effect on the date when the first tenporary
debt instrument was issued. (A borrower who closed a loan with the first
tenporary debt instrunment issued before Cctober 1, 1981, is not eligible for
the choice of interest rate).

The FnHA servicing official will use Exhibit G of this subpart to docunent the
borrower's choice to change or retain an interest rate and to notify the
Finance Ofice to admnistratively change a borrower's interest rate in the

| oan account.

Exhibit G of this subpart nust be sent to the borrower by certified mail
return receipt requested. The receipt should be maintained in the borrower's
case file. If the borrower does not respond w thin the 90-day period, the
borrower will no longer have the option to request a |ower interest rate.

Exhibit G of this subpart will be used as the official docurment for recording
the borrower's election to change or to retain the original interest rate. |If
a borrower requests a lower interest rate, the Finance Ofice will utilize the
executed Exhibit G of this subpart as appropriate, as the official
notification to change the | oan account interest rate. The original executed
Exhibit G of this subpart should be retained with the original debt
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instrunent. |If the debt instrunent is retained in the Finance Ofice, the
servicing official should send the original executed Exhibit G of this subpart
to the Finance Ofice and keep a copy in the borrower case file. |If the debt

instrument is retained in the servicing office, a copy of the executed Exhibit
G of this subpart should be sent to the Finance Ofice and the origina
Exhibit G of this subpart attached to the debt instrunent.

If the borrower requests a change of interest rate to the lower rate, the
change will be acconplished admnistratively by FnHA. The Finance Ofice wil
adj ust the loan account to reflect the new |l ower interest and reverse and
reapply previous paynents utilizing the newinterest rate, pay any del i nquency
on the loan account, and apply the bal ance of | oan paynments after conpletion
of the reversal and reapplication procedure to principal. For principal plus
i nterest bonds, the bal ance of the | oan paynents will be applied to the
principal installments in reverse chronol ogical order. Future |oan paynents
after the reversal and reapplication process will be in accordance with the
original debt instrument. Anortized accounts will retain the origina

install ment amount. A larger anount of the installnent will be applied toward
principal, resulting in the | oan being paid off sooner. Accounts will
principal -plus-interest bonds where principal only is stipulated, will be
billed by the Finance Ofice at the reduced interest rate, resulting in | ower
instal |l ments due.

If a borrower with an anortized account is delinquent or is having cash-fl ow
probl ens and needs a reduced instal ment to provide a sound operation, the
account can be considered for reanortization under the provisions of RD
Instruction 1951-E, section 1951.207(f). However, the account nust be

adm ni stratively changed to reflect the lower interest rate before the
reanortization of the account under RD Instruction 1951-E, section

1951. 207(f).
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UNl TED STATES DEPARTMENT COF AGRI CULTURE
Farmers Hone Adm ni stration
(I'nsert Address)
(Borrower's Nane) (Dat e)

(Addr ess)

Dear

Publ i ¢ Law 100-233 contai ned a provision that gives you the option to sel ect

the lower interest rate in effect at either the tinme your $( enter original

| oan amount ) (Community Facility or Water and Waste D sposal ) loan(s)
was(were) approved or closed. Prior to Public Law 100-233, the interest rate

in effect at |oan approval was the interest rate charged by Farners Home
Admnistration (FHA). The interest rate at | oan approval for your |oan(s)

was . The interest rate in effect at your |oan closing(s) was

Any change in interest rate(s) will be processed admni stratively

by FrHA
The followi ng information is descriptive of the affected | oan(s).

Borrower's Nane:

Case Nunber: (Enter State and County Codes and Borrower's |D)
Fund Code:

Loan Nunber:

Oiginal Principal Anount:

Present Interest Rate:

Install ment Anmount:

Revi sed Interest Rate:

(Enter paragraph concerning refund on paid-in-full account or refunds to be
applied to other delinquent accounts of |oans of the same type, if
appropri ate)

Pl ease check the appropriate bl ock bel ow and sign, date, and return to
(address of District Ofice) within 90 cal endar days fromthe date of this
letter.

Yes. | hereby request that the interest rate on our |oan(s) be | owered
to the above-listed loan closing interest rate. | understand that all |oan
payments already made to the | oan account(s) will be reversed and reapplied by
FHA and t he bal ance of paynments after conpletion of this procedure will be

applied to principal. (For principal-plus-interest accounts, the balance will
be applied to outstanding principal installnents in reverse chronol ogi cal
order.) | also understand that the installment schedul e in the debt

instal ment will not change.

No. W do not want our interest rate changed. W understand that we
wi Il have no future choice of interest rate for this(these) |oan(s) under the
provi si ons of Public Law 100-233.
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Aut hori zed Borrower Signature (Dat e)

If you have any questions concerning this nmatter, please |let us know

Si ncerely,

(District Director)

oMo
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UNI TED STATES DEPARTMENT OF ACGRI QULTURE
FARMERS HOME ADM NI STRATI ON

RESCHEDULI NG AGREEMENT
(Publ i c Bodi es)

Effective Date: _ - -

State: County:
Case No.: - - Fund Code: Loan No.:
Amount Rescheduled: $_ ,_ , . Interest Rate:

The undersigned, a public body entity (herein called "Borrower"), being

i ndebted for a | oan nade by the Farmers Hone Adm nistration, United States
Department of Agriculture, (herein called "Government"), as evidenced by a
bond or other debt instrument (herein called the "bond") dated

, 19 , With an outstanding bal ance in the principal sum of
$ pl us accrued interest as of , 19 , in
the sumof $ , and being in default under that bond, hereby

agrees with the Government as foll ows:

1. AMOUNT. The anount of the debt rescheduled is $ ,
consisting of $ principal plus $
accrued interest. This anmount represents:

t he del i nquent amount only
the amount of the outstanding debt pl us the
del i nquent arnount .

2. REPAYMENT SCHEDULE : The first installnent of the reschedul ed
amount, including interest at the bond rate shown above, in the amount

of $ wi |l be due and payabl e on
, 19 ; thereafter, regul ar installnments,
each in the anount of $ , Wll be due and payabl e on
of each until the reschedul ed

amount or, if the entire debt is being reschedul ed, the entire
i ndebt edness due under the bond, has been fully repaid. The final
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installnent, if not sooner paid, shall be due and payable as stated in
the bond. Regul ar payments due in accordance with the bond __ are
are not required in addition to the paynents specified above.

3. The CGovernnent, as consideration for this agreenent, wll not
enforce the renedies available to it by reason of any paynment default
occurring prior to the effective date of the agreenent.

4. This agreenent establishes a revised payment schedule to bring the
del i nquent | o0an account involved current, and nothing herein shall be
construed as affecting any of the terns or conditions of the bond other
than the paynent schedul e or suggest the satisfaction of the outstanding
bond.

5. Uoon default by the borrower on any terns or conditions of this
agreenent or other agreenent, or violation of other rights of the
Covernnent as a | ender, the Governnment at its option may declare the
entire indebtedness i mredi ately due and payabl e and exerci se any and al
rights and remedi es available to it.

By resolution duly adopted on the day of , 19 |, the
Borrower has authorized its to execute

this agreement and its to affix its corporate
seal .

ATTEST:

Nanme of Borrower

BY BY

(Title) (Title)
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| NSTRUCTI ONS

A separate exhibit will be used for each | oan. Wen |legally permssible and
adm ni stratively acceptable, the entire anount of the outstandi ng i ndebt edness
shoul d be reschedul ed rather than only delinquent amounts.

1. Wien entering the borrower's case nunber, use |eading zeroes where
necessary. For exanple, 11 - 12 - 123456 nust be entered as:

| 1/ 1] 0] 1[ 2| 0] 0] O] O] 1] 2| 3| 4| 5| 6]

2. Enter the total amount of principal and interest being reschedul ed.
If the entire outstanding i ndebtedness is being reschedul ed, the anount
must reflect bal ances for the original debt as well as delinquent
anount s.

3. Wse the rate of interest reflected in current Finance Ofice records.

4. Wen only the delinquent amount is being reschedul ed for serial bonds
or principal-plus-interest bonds, include the follow ng anmounts:

-- Unpaid interest on scheduled installnents as of the |ast
instal | nent due date.

-- Interest accrued fromdate(s) due to the effective date of
the reschedul i ng on past due principal installnents.

-- Past due principal installnents.

5. At the end of item1, enter an "X' in the appropriate bl ank based on
whet her the full anmount of the debt or only the delinquent amount is
bei ng reschedul ed.

6. At the end of item?2, enter an "X' in the appropriate blank and
strike through the inappropriate response based on whether the ful
amount of the debt or only the delinquent amount is being reschedul ed.

(0100}
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